STATE OF NEW YORK
PUBLI C SERVI CE COWMM SSI ON

At a session of the Public Service
Comm ssion held in the Gty of
Al bany on July 26, 2001

COWM SSI ONERS PRESENT:

Maureen O. Hel ner, Chairnan
Thomas J. Dunl eavy

Leonard A. Wi ss

Neal N. Gl vin

CASE 99-C- 1684 — Petition filed by the Independent Payphone
Associ ation of New York, Inc. that the
Comm ssion Moudi fy New York Tel ephone Conpany’s
Whol esal e Payphone Service Rates and Award
Ref unds.

Case 96-C- 1174 — Proceeding on Mdtion of the Conm ssion to
Revi ew Regul ati on of Coin Tel ephone
Servi ces Under Revised Federal Regul ations
Adopt ed Pursuant to the Tel econmuni cations Act
of 1996.

ORDER DENYI NG PETI TI ON FOR REHEARI NG
OF OCTOBER 12, 2000 ORDER

(I'ssued and Effective Septenber 21, 2001)

BY THE COW SSI ON:

BACKGROUND
On Cctober 12, 2000, the Conm ssion issued its Oder
Approvi ng Permanent Rates and Denying Petition for Rehearing,

approvi ng permanent rates for Public Access Snmart-Pay Lines
(PASPL) and continuing rates for Public Access Lines (PALs) and
ot her payphone services at current levels. It also denied a
petition of the Independent Payphone Associ ati on of New York

(I PANY) for new rates for PALs and ot her payphone services and

for refunds.
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On Decenber 8, 2000, IPANY filed a petition for
rehearing of the Cctober 12, 2000 Order, claimng the Order was
inconsistent with federal |aw and Comm ssion precedent. | PANY
filed a letter supplenenting its petition on January 3, 2001.
Verizon filed a letter on January 3, 2001 aski ng the Comm ssion
to disregard | PANY' s supplenment or to extend the Reply date to
January 16, 2001. Verizon filed its Opposition to | PANY' s
petition on January 16, 2001. On March 14, 2001, IPANY filed a
letter attaching a copy of a Maryland PSC O der.

| PANY’ s Petition

In its petition, |PANY argues that Verizon' s

tariff does not nmeet the FCC s New Services Test,! which it says
requires the use of forward | ooking, direct cost nethodol ogy.
| PANY argues that the Comm ssion’s finding that Verizon s rates
reflect direct enbedded costs plus a reasonable contribution
toward common costs and overhead was inconsistent with the New
Services Test. | PANY says the Comm ssion erroneously failed to
foll ow t he Federal Conmunications Comm ssion (FCC) Comon
Carrier Bureau’s March 2, 2000 Order. It argues that the
Bureau’s instructions to Wsconsin conpanies are a roadnmap t hat
al so applies in New YorKk.

| PANY continues that the 30% overhead cost used by the
Conmi ssion is inaccurate, since it does not include the End User

Common Line Charge (EUCL), Primary |Interexchange Carrier Charge

147 CFR § 61.49(g)(2) governs the rate paranmeters for new
service offerings that are payphone specific, network based
features and functions used in configuring payphone operati ons.
When a | ocal exchange conpany (LEC) introduces a new service,
it must set the rates for the new service based on direct costs
pl us a reasonabl e allocation for overhead.
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(PICC) and Common Carrier Line Charge (CCL) paid by independent
payphone providers to Verizon.

| PANY argues that the Comm ssion should allow Tot al
El ement Long Run Increnental Cost (TELRIC) rates for PALs to
non-conpetitive | ocal exchange conmpany (non-CLEC) payphone
providers. It notes that the Comm ssion required i ncunbent LECs
to provide to non-carrier providers access to their directory
dat abases to pronote conpetition, when the FCC required access
only to carriers.

| PANY contests Verizon’s contention that |ndependent
Payphone Providers (IPPs) should be treated |i ke other retai
busi ness custoners because it is nore costly for Verizon to
service them | PANY argues that Verizon's costs are the sane
for providing payphone service to CLECs and | PPs.

Finally, |PANY argues that since the payphone industry
is being hurt economcally by conpetition fromthe cellul ar
phone i ndustry, payphone owners require |ower PAL rates to
remain viable. It states that over the |last two years, 3,000
payphones were pulled from New York State by IPPs.? It concedes
that Verizon has installed additional payphones during that
time, but states they are nostly curbside |ocations in business
areas of Manhattan, Brooklyn and Queens. The curbside |ocations
al |l ow advertising to subsidize costs and nmake the payphones
profitable, according to | PANY.

| PANY' s suppl enmentary material includes a list of |IPPs
wi th declining stock prices and a Massachusetts Departnent of
Tel ecommuni cati ons and Energy Order, which it argues, provides a
separate rate category for PALs. |PANY also sent a Maryl and PSC
Order, which required an overhead-| oadi ng factor of 12% and
foll owed the FCC Common Carrier Order of March 2, 2000.

2 |PANY' s petition at 17.
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VERI ZON' S RESPONSE
Veri zon opposes | PANY's petition for rehearing. It
agrees with the Comm ssion’s October Order finding that the FCC

Common Carrier Bureau Order applies only to certain Wsconsin
conpani es naned in the Order. Verizon points out that the
principles in the Conmon Carrier Bureau Order have not been
applied to the Wsconsin conpani es or to anyone el se.

Verizon states that the Conm ssion’s COctober O der
correctly applied the FCC s requirenents for the New Services
Test. It states that the FCC has approved contribution |evels
in excess of Verizon' s PAL rates.

Veri zon contests | PANYs contentions that providing
PALs and ot her services to CLECs and IPPs are the sane. It
states that handling service requests, addressing repair
probl enms and providing bills is nore costly for |IPPs than CLECs.

Verizon argues that the PICC charge should not be
i ncluded in overhead because it provides for recovery of costs
ot her than those incurred in providing PALs. Verizon also
contends that | PANY incorrectly clained that the New Services
Test applied to usage rates. Verizon reiterates that the Test
applies only to payphone-specific features, not usage.

Verizon argues that the Massachusetts Order does not
support | PANY's position and instead holds that payphone service
providers nmust be treated like retail custoners by a LEC
Verizon clainms that requiring TELRI C pricing of payphone
services woul d hurt whol esal e conpetition in New York. CLECs
currently purchase payphone-rel ated services from Veri zon and
conpete with Verizon for retail PSP custonmers. According to
Verizon, this conpetition keeps retail PAL rates low. Also, if
PSPs received TELRIC rates, they would receive service for
significantly | ess than other unregul at ed busi nesses.
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Verizon contends that | PANY' s argunents about the
health of the payphone industry are irrelevant. It continues
that the financial condition of sone nenbers of the industry
does not justify a price break. Verizon notes that 2000 permts
for new payphone lines will be issued in the first quarter of

2001. Verizon opposes any refunds in this proceedi ng.

DI SCUSSI ON

| PANY has not raised any new issues in its petition
that were not considered and rejected previously. W determ ned
that Verizon's rates are consistent with the FCC s New Servi ces
Test, and that the FCC Common Carrier Bureau Order, by its
terms, is not binding in New York. As pointed out in the
Oct ober Order, CLECs are entitled to TELRIC rates for PALs as
unbundl ed network el ements (UNEs) under federal |aw, but
payphone service providers (PSPs), as end users, are not. W
again find persuasive Verizon's argunent that it costs nore to
provi de service to PSPs than to CLECs. As to the other state
conmmi ssion orders presented by |IPANY, they are not binding on
this Conmm ssi on.

Wth regard to the payphone narket, while we recognize
that some conpetitors are struggling, the nunber of payphones in
the State has experienced a nodest decline in recent years.® W
have not received a single request for a Public Interest
Payphone (PIP), so there is no evidence that payphones in
critical areas have been renopved and the public is suffering as

a result.

3 The nunber of payphones in New York declined by about 7% since
1995 (174,000 in 1995 to 161,000 in 2000). The nunber was
180, 000 in 1998 suggesting a nore significant decline rate,
but al so suggesting the market nay be correcting for an
over bui | d.
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CONCLUSI ON
| PANY has not raised any new i ssues or presented
per suasi ve argunents that the COctober Order should be nodified.
| PANY’ s petition for reconsideration of the Cctober Order is

deni ed.

The Conmi ssion orders:
1. The petition for rehearing of the Cctober 12, 2000
order by the |Independent Payphone Association of New York is

deni ed.
2. These proceedi ngs are continued.

By the Conmi ssion,

( SI GNED) JANET HAND DEI XLER
Secretary



